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1. There ave in flong Kong office representatives of theas najor Chinese
commymdst purehgeing organss  The North Crina Taport Company, Fast
China Import Company and Seouth Ching Iuport Compeny. These representatives
reslde pemaenently in Hong Kong but have not set up formal cormercisl
organlzations of thelr own, They work through established comereisl
firws and import-export conpanied, covering sach transaction with
separate contragta. There iz ono contrael bobwesn the designated
cormerceial firm znd the seller of the product and another between the
designated fimm and the Chinese Commmist organisation which is the

“ultinate buyer. - A Communist representative handlos paynent in forsign
exchange as arranged in the contract. ’ '

‘2. The mabterisls handled may inednde any supplies whish are shoyt ard
Jecessary in China.  They are not limited o i ary ftoms.
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3o Apart from the resident reprasentatives of Laport coupanies there are
gsaveral purchasiog agents who ave voeasionally sent by Chinese il Litary
reglong Yo Hong Kengs bub those do not sbay loag, troveling back and
forml batween long Kong and the mainiamd, Thoilr purchases are chiofly
military supplies specifically. vequirad by bhoir own Sroops, s.g.
gasoline, automobile spars parts s tires, radio suppliies, ete. The
volupe of these purchases iz not great.,  Againg the method of purchase
18 to utdlize estoblished cormoreinl Pirms 25 agents with the Coumundist
representative malding payacnt in Toroim exc :

s In addition to thege Wi types of official purchasing representatives,

- nunerous private firms in Hong Rong maintain direct or indirect contacts
with purchasing organs inside Chino. Tholr procsdure is to £i07 oub
“vhab comsodities are urgently needed by the Chincse Communists and o
quote a price throuph their head o €8 o gusociate firug on the main-

land. They then apply for import clesrancoa on iton gy for which they
provide foreign exchange, and ship the commodibios

into Ghina vhere

their agents tranafer then to the govermment. eyt firrg in Hong Fong .
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sometines make speeific quotations airéetly %o Chiness Commmis
organs wlthout the step of utilizing an agend within Chins.

S50 Although these imports are pald for in foreign exchasgs
forelgn exchange mast be converted within China fnto ea
exportable co.modities in order to avoid an unfavoruble
of trade. b :
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